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A free-trade agreement (FTA) between the US and Peru passed through both houses of the US
Congress and became law with the signatures of the two nations' presidents in the final months of
2007. The pact, know as the US-Peru Trade Promotion Agreement (PTPA), received support from
the relevant congressional committees controlled by members of the Democratic Party ensuring
its passage through the main chambers of Congress. US President George W. Bush praised the
opposition-controlled Congress for its cooperation and urged it to pass similar pending FTAs with
Colombia and Panama.
By signing the PTPA, Peru's President Alan Garcia cemented his reputation as a neoliberal and
turned his back on the more populist policies of his first term as president in the 1980s. The
agreement began as a package deal, with Colombia, Ecuador and Peru negotiating together with the
US to set up the Andean FTA (AFTA), but Peru broke with the Andean pack at the end of 2005 to
conclude an bilateral deal with the US (see NotiSur, 2006-01-13). Negotiations with Colombia have
concluded and the Colombia FTA is awaiting approval in the US Congress.
Ecuador permanently suspended FTA talks after the US government condemned Ecuadoran legal
sanctions against US-based oil corporation Occidental (see NotiSur, 2006-06-02), and President
Rafael Correa has expressed no interest in renewing talks. Peru's Congress approved the pact in
mid-2007 although opposition groups protested it (see NotiSur, 2006-07-21).
Peruvian farm unions, health care advocates, and labor groups have tended to predict harm from
the agreement, while many business sectors, particularly exporters, have clamored for it. Patent
protections for US pharmaceutical corporations in the ostensible free-trade deal have led health
care advocates, for example, to complain that those terms could price medicine out of the market for
many poor Peruvians.

Roughly 80% of duties immediately eliminated
The new trade deal "levels the playing field" between the world's largest economy and one barely
the size of that of Arkansas, with an annual GDP of around US$90 billion. The agreement will go
into effect as soon as the two countries adjust laws needed to abide by it, a process expected to take
up to eight months. It is the first bilateral trade deal under a new agreement between Democrats
and the Bush administration that requires negotiators to put labor rights and environmental
standards on par with tariff reductions, investor protections, and other key elements of the accord.
It would immediately eliminate duties on 80% of US consumer and industrial product sales to Peru
and on most agriculture goods, and gradually phase out all tariffs.
Almost all Peruvian goods already enjoy duty-free status under trade breaks the US extends to
Andean nations to boost their economies and provide alternatives to illicit-drug production. Thus,
the deal will more immediately affect US sales, opening opportunities for US investors and service
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industries and protecting intellectual property rights. In 2006, Peru sold US$5.9 billion worth of
goods to the US, while buying US$2.9 billion in US exports.
At about US$9 billion a year, US trade with Peru is relatively small scale, but proponents of the
agreement like Bush and Garcia claim that it has real political benefits.

Bush, Garcia push FTAs over Chavez-style development
Bush signed the legislation on Dec. 14 to implement the agreement, saying the administration hoped
it would not only strengthen ties with the Andean nation but also improve relations throughout
Latin America. "The bill will help increase opportunities for workers, ranchers, farmers, and
business in both our countries," Bush said, standing with President Garcia. In calling on Congress
to now approve pending free-trade agreements with Colombia and Panama, Bush, without naming
names, jabbed leftist leaders like Venezuela's President Hugo Chavez, an outspoken antagonist of
Washington. "
Across this hemisphere, people are watching what Congress will do. They're watching to see what
this Congress will do when it comes to how we treat our friends," Bush said. "The champions of
false populism will use any failure to approve these trade agreements as evidence that America will
never treat other democracies in the region as full partners. Those who espouse the language of false
populism will use failure of these trade agreements as a way of showing America isn't committed
to our friends in the hemisphere." Bush said passage of the other trade agreements would "send a
strong message that the United States of America is committed to advancing freedom and prosperity
in our neighborhood."
Reinforcing the point, he said that ambassadors from Colombia and Panama, and South Korea,
which also has a pending trade agreement with the US, attended the event at the White House's
invitation. The Colombia FTA is less certain to pass the US Congress, with a number of key
Democrats criticizing Colombia's human rights record in its ongoing conflict with guerrillas and
paramilitary groups (see NotiSur, 2007-03-09).
Standing at Bush's side, Garcia gave the president's message a boost. In a rare move for a visiting
leader, he made the case on behalf of his neighbors. Noting that relations between Washington and
Latin America have been "plagued by misunderstandings" recently, he said expanded trade with his
country and others around it like Colombia and Panama offers "a crucial opportunity" to turn things
around. "Today, I think, begins a new era," he said. "It's a bad day for authoritarianism and those
who are against democracy and free trade."
Two days before, Garcia stood with Colombian President Alvaro Uribe and offered to help Uribe
secure passage of his country's FTA with the US. Both Colombia and Peru are also pursuing FTAs
with Canada. Bush called trade a key driver of economic growth that helps lift people from poverty.
"When we expand trade, America advances our deepest values, as well as our economic interests,"
he said. Bush said Peru is one of the fastest-growing economies in the Western Hemisphere,
expanding last year by more than 7.5%. "Wish he'd lend us a couple of percent," the president said.
The accord has strong backing from business groups such as the US Chamber of Commerce and the
National Association of Manufacturers. But it is opposed by labor and other groups that say that the
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tougher labor and environmental standards won't be enforced and that Peruvian campesinos will
not be able to compete with cheaper, frequently-subsidized US farm goods. Lori Wallach, director
of Public Citizen's Global Trade Watch Division, said the pact "will further damage US relations
in Latin America, the devastating outcomes of similar agreements are fueling anti-American
sentiment."

Democrats ballyhoo labor and environmental provisions
Congressional Democrats pointed to the labor and environmental standards written into the
Peru agreement as important improvements to prior FTAs like the North American Free Trade
Agreement (NAFTA) with Mexico and Canada and the Central American Free Trade Agreement
(CAFTA), avowing that they would require such provisions to pass future deals. Democratic chairs
in the House Ways and Means Committee and the Senate Finance Committee pushed the deal
through to get to the respective floors of each congressional chamber.
On Nov. 8 the US House approved the FTA by a vote of 285-132, a comfortable margin of victory.
Trade deals have always been a hard sell among House members, mainly with Democrats who have
equated them with job losses and soaring trade deficits. On Dec. 4, the Senate voted 77 to 18 to send
it to Bush's desk, with most Democrats joining nearly all Republicans. "I'm from Michigan. I've seen
firsthand the dislocation from globalization," said Rep. Sander Levin (D-MI), chair of the ways and
means trade subcommittee. "That's why we've been fighting for a new trade policy." "This is not
remotely NAFTA," Rep. Earl Blumenauer (D-OR) said of the 1994 trade agreement that has strong
detractors. "We've all learned from that experience."
Not all Democrats were convinced. The country has lost 3 million manufacturing jobs since NAFTA,
said Rep. Michael Michaud (D-MA). "We have all seen the ugly face of trade agreements that don't
live up to the promises." "This is a battle for hearts and minds; it is a struggle to ensure that liberty
and the rule of law prevail over tyranny," said Rep. David Dreier (R-CA), a leading free trader.
"Latin America is at a crossroads."
Since Democrats generally have resisted free-trade deals they blame for job losses and trade deficits,
their rise to power in January 2007 was seemingly a blow to the Bush administration's aggressive
free-trade agenda. But the situation changed in May when the administration agreed to Democratic
demands that labor rights and the environment be core elements of any future agreements.
House Speaker Nancy Pelosi (D-CA) said she had long opposed trade deals with China and others
that had led to huge trade imbalances while doing little to open up those countries politically. But,
she said, "when I saw an opportunity for us to have labor and environmental standards as a core
part of our trade agreements, it marked a drastic difference from what even a Democratic president
was willing to give on that score." Pelosi noted that the House had also just passed legislation to
extend help for US workers displaced by trade. "I don't want this party to be viewed as an anti-trade
party," she said.
Still, many Democrats, including some freshmen with ties to organized labor or from districts that
have seen jobs disappear overseas, remained skeptical. And opponents noted that on the day of the
House debate Nov. 7, the Peruvian government had decreed a miners' strike illegal and threatened
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to fire miners who did not return to work in three days. The agreement requires the parties to abide
by International Labor Organization (ILO) standards.
The pact also commits the parties to enforce their own environmental standards, participate in
international environmental accords, and not weaken or reduce environmental laws to attract
trade or investment. Public Citizen's Wallach said that, despite the gesture toward labor and
environmental rights, Democrats have yet to address problems with foreign-investor privileges,
incentives for US companies to move offshore, or issues of food-import safety. She said a surge
in US agriculture exports to Peru could also displace tens of thousands of poor Peruvian farmers,
forcing them into drug production, paramilitary groups, or flight to the US.

Peruvian groups brace for blow from US agriculture
The nation of 27 million remains obsessed by one question which country won at the negotiating
table? Although an answer may have to wait for years after implementation, opponents are already
bracing for a US knockout. "The free trade agreement is worse than a marriage because once the
deal is signed there's no opportunity for a divorce," said Luis Zuniga, head of the Convencion
Nacional del Agro Peruano (Conveagro), an umbrella group representing most of the country's 2
million farmers. Even Garcia's government acknowledges the trade deal will not benefit everyone
equally.
Those most concerned are the country's farmers, who fear a flood of cheap exports from heavily
subsidized corn, wheat, and cotton growers in the US. Unlike the US agricultural industry, which
annually receives more than US$11 billion in government subsidies, Peru provides no assistance
to its majority family-owned farms. To compensate for the imbalance, which will be locked in by
the accord, the government is offering US$37 million in compensation. Oxfam estimates Peruvian
farmers, repeating the experience of Mexico after the 1995 implementation of NAFTA, stand to lose
as much as US$100 million in the first few years of the trade deal.
Peru also agreed to bring its patent laws in line with those of the US, a move opponents say will
increase the cost of locally made prescription drugs for the country's majority poor. "The trade deal
is only going to allow the rich to get richer," said former presidential candidate Ollanta Humala,
who narrowly lost to Garcia in 2006. PTPA proponents argue that it's not all doom and gloom.
Exports of silver, textiles, and specialized crops such as asparagus and artichokes are expected to
surge in the coming years. "Those who oppose the free-trade agreement ignore the fact that having
permanent duty-free access to the US market will help stabilize and grow the Peruvian economy,
which will greatly benefit its citizens," said Gretchen Hamel, a spokeswoman for the US Trade
Representative (USTR).

Will PTPA lock in Peru's privatized social security?
A group of US community organizations warned in October that fuzzy language in the accord with
Peru could penalize that country if it tries to fix its controversial, privatized social security system.
A two-page letter from nearly 30 grassroots organizations that fought President Bush's plans to
privatize the US Social Security system was sent to Congress Oct. 23. It asked legislators to vote
against the trade accord, which could, they said, lock in a privatized social security system in another
country when such privatization was rejected by Democrats in the US.
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Backers of the PTPA insisted the concerns are much ado about nothing. "Some of these things that
come up under free trade are just amazing," said Bill Newton, executive director of the Florida
Consumer Action Network. At issue was whether foreign investors in the country's privatized
pensions funds could sue the government for compensation if authorities decided to return the
social security system to a public monopoly. The country now has both a government pension
system and private pension-fund accounts. Peru took the path of many Latin American countries
in the 1990s in privatizing its social security system (see NotiSur, 2005-02-11). Now the privatized
system has run into problems, including complaints about large fees paid to the private providers of
pension-fund accounts.
Citibank Overseas Investment is the largest single investor in ProFuturo, one of the leading pensionfund providers in Peru. The letter warned that ambiguous wording in the financial services and
investment chapters in the trade agreement could potentially open the way for Citibank to "claim
a large monetary award" in international tribunals. Citibank did not have an immediate response
when asked about the issue. Earlier in 2007 the global bank issued a statement supporting the trade
agreements with Peru, Colombia, Panama, and South Korea, noting the accords would create new
opportunities for US financial institutions.

-- End --
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